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Dear Applicant:

We have consider~l . ur applicatfion for recognitfon of exemption from
federal {aco~e tax as an sreanfzation described {n section 501(c)(3) of the
Internal Revenie Code. For the reasons stated helow, we conclude that yon
do not aqualifv for tax exemption under this gection. Your protest rights
are also explained below.

You were incorporsted on || GG ovrsvant to the G

Nonprofit Corporation Act. Article Three of your incorporating fnstrument
provides that you are orpanized and operated exclusively for charftahla,
religl~us, educatiocnal, scientific, and literary purposes within the meaning
of secrina 591(c)(3) nf **» Lnde, specifically to include contributions to
organizations described {n section 501(c)(3) nnd "for thr development of
relations between countries to lead to world trade, namely, to p..mote
exchanges, symposfums, lectures in exchanging knowledge of world trade among
the citizeas of the State of [ ili] 204 others tc provide opportunities &
for persons and businesses to participate in this ffeld by sponsoring, organi- L
zing and managing certain trade fairs, conferences, tours, seminarg, news-
lettzrs, exhibitions, and distributing {nformation to the general public... .~

In response to Part 111, 3 of Form 1023, exemption application, vou state
that your activities are designed to promote international trade and inter-
national cooperation. These activities include aducational seminars, con-
ferences, trade events, and sessions dcevoted to planning agendas to promote
{nternational trade and cooperation fcr govermment agencies, nonprofit
assoctations and foundations, economic councils, port districts, cities,
states, and other governmental entitlies. Fxamples cited {nclude the U.S.
°mall Business Administration, U.S. Departmernt of Commerce, the Overseas

Private Investment Corporation, and the States of [N N|NNGTNNTEE IS '

You maintain that your services are "primar{ly informati{onal! and educa-
tional.”™ Your ac:ivities have the purpose ot "broadening community under-
standing of the importance of {nternational trade {n both economic, ~ultural
‘and educational senses.”




. glousy ﬂharitable. educationaly:

You appedr to b the principal organizer ofidhe _
maaannes B o). relad I
The Ghaiman of thesBoacd O ‘Hrectors of

Evpo was [N . - «15 2iso one of you acorporators and served

as your registered 4 at at the time of inc « Your - other t
incorporators are lisred right below

he Board of Directors :
of Expo. Same of th. topics for presentation ang.discussion included the
d as i treding region, the canpetitive position
with respect to agriculture, forest products

‘aerospace, high technology,
and fisheries, internitional finemce, U.S. tradeipsliclies, and market dccess

and International trale ayreementa. The povernors.of states in the
B s ¢ as State Claimmen, - Ther also Busi~
nessnen Chairmea, "iHosting Organizatfons”™ numb and included the

. Corporate Sponsol

included

T, ond wiThe schedule of events fur
Expo shows that »n Widnesday and Thursday mornin%&, I .
the Expo was open for "Fxhibitors/Buyers only”

Under Par. [IL, | of Fom 1023, you tist you sources of financial
support, in order of namnitude, as follows: ¢ butions; conference
receipts; seminar receipts; other educ&tional e ors fram public and
private sources; grants, scholarshipse, ests; book sales ‘
and other ﬁp};motiona‘ activities cooperation. ‘ Gt

Section 501(c)(3) of the Code
incame .tax of organizations organ

exemption frans federal
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'of proving that it
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Section 1.501(c)(3)~-i(a)(1).
in order to qualify for exemptips
zation must be both orzanized ‘and;. Op
exempt purposes. Fallure to meet'q§
test will disqualify an organizati :
Furthemore, an applicant organizé {c imc th
clearly meets all tue .requiresents.. the par
{t has applied. See Kenner v. Commissioner

¥. 2d 632 (7th Cir. 1963) and Cleveland Chi ro”‘%v

(63~1 U.S.T.C. para. 9200) 312 F. 2d.203,

L3

Section 1.501(c)(3)~1{c)(1) of the reguls
zation will be regarded as "operated exclisively T one or more exempt
purposes only if it engages primarily in activitiy “which accamplish such
purposes. An organization will not be so regarded 1f more than an insubstan-
tial part of its activities ir not in furtherance 0t an exempt purpose.

Thus, in construing the meaning of the phrase "exclusively for educational

ovides that an organi-~



purposes” in Retter Busi: fﬁf."?ffﬁﬂhyxmf'”"“ Statea, J26 0,60 279 (1945),
1945 C.3. 375, the Supreme Court of the Un{ted States grare! “Thig plalinly
means that the presence or a singl» H)Hvﬂﬂxl?i»ndl parnose s 10 snhstant{al
in nature, v'11 destrov rhe oxennt! o oresardless of she et e r {mportance

of truly educational purnoses.”

Rev. Rul. 76-366, 1974-2 C.B. 144 describes an organ{zar{on which is
an association of investiment <lubs formed for the mutual exchange of investment
information among its memhers and prospective Investors to enahle them to
make sound investments. I[ts activities Include the preparatinn and distribution
of teaching aids for the use of {5 memher clubs)’ the conduct of workshops
and seninars and the spaonso-ship of lectures nn various {nves*mont subjects;’
the publication of a monthlv newsletcer for {ndividual 1nvestars; the estab-
lishment and enforcement of standards for the operation «f {nvestment clubsy’
and the furnishing of techniral advice ta memher ~lubs relative to thelr
organizational, bookkeeping, and operational problenms.

The revenue ruling cites section 1.501(=3(3)-1(d)(1) 115 ¢ the regu-
lations (promotion of private ianterest) and the case of Better Pusiness
Bureau (cited supra). Rev. Rul. 7A~3A6 then provides the following
rationale for holding that the organization described does not quality
for tax exemption under sectinn S0 (c)(3):

“While some of the assoclation's activitiass are edicatinnal, ard of
the kind chat might he carrfad o3 Y an orzanizaticon descrihed in section
501 (c)(3) of the Code, many of the activities listed above are directed ir
whole or i{n part to the support and promotion of the economic inter:sts
of the investment clubs that comprise {ts memhership. These activities
are not in furtherance of charfrable and ed.~1t{anal nurposes. Further,
by furnishing information to prospective investors to enable them to make
sound investments, the association {s gerving private Interests. Thus,
the otganization‘s purposes, not only as declared but also as pvidenced
by 1ts activities, are not exclusively educatinonal.”

Section 501(c)(6) of the Code provides for the exemptiun from federal
incme tax of business leagues, chambers of commerce, real estate boards,
or jrofessional football leagues not organized for profft and no part of the
net earnings of which fnures to the benefit of any private shareholder or
ind-.vidual.

Section 1.501(e)(6)-1 of the regulations states that a business league
is an association of persons having some common business interest, the
purpose of which 1s to promote such common interest and not tn engage in
a regular business of a kind ordinarfly carried on for profit. 1ts activ-
ities should be directed to the improveme-~t of business condit{ions of one
or more lines of business as distinguished from the performance of particular
services for individual persons.

Rev. Rul. 70~-81, 1970-1 C.B. 131 describes a chamber of cyngerce which
has established its tax exempt status under section SO1{c)(HA) ¢ the Code.
As part cf its activities, the organization attemptes to attract new industry



to the cammunity, This Y o o0 v v wlom coase ot tack of caftabie
‘ faciiities and ser dcese 1o o leg to oy o e anitable tacilities, the chamber
. has unlertaken tre develuopnet 1 g 1t unrk. 't purchased a rarge
tract of land and arraqaged t v tre tnot by bon of wt!{Hties, railvoad spurs,
and access reads. Appropriar - wites s oltered to businesses at low prices,

- gametimes even below coust,

‘ Reve Ruls 70-81 concludes that the ahore activity does not 1eopardtzel
the or~anization's tax exempt ion ander section 501 {e)ih) of the Code
because it is in furtherance ot the chaeber’  purpose of improving the
general business conditions >t the comnumic o The activity {s designed

to attract industry to the particalar coamnanicy and is not an activity
of a kind ordinarily carried n tar profit.

Rev, Rul. 7R=207, 1a7s=1 Oliis 15F provi ‘oo that a nonprofit orsani-
zation tomed by a city's civic loadera, po~!ic officlals, and busi-
nessmen to encourage convent Dhos of natianal arcanizations in the city
by makin: arranrements for roctlities, wonrcicoa and abinistrat fve

gupporL necessary to run a coavention, nualifies trr exemption under
section 301(c)(6) of the Couiv,  [he ruline «t ytew that the attraction of
business to a canmunity {8 gy appropriate wctivity for a section 501(c)(6)
organization and cites Rev. Pu]. 7081 (supral.

With respect to the facts presented fun your own application, we conclude
that the holdings in Rev. Ruls. 70-81 and 7~-207, discussed above, are
‘Fully applicable. Your program to pranote the development of the mann-
facturing, service, agricultural, torest sy, 1ad other industries of the
region, and to stimulate the export market for the
egion's products, is clearly the type of activity undertaken by a chamber
‘commerce or similar arganiration which may qualify for exemption under
. section 501(c)(6) of the Code. The educational aspects of your conferences,
'Wneminars, exhibits and other pramotional #Activities are merely incidental
+to' the furtherance of purposvs which cose within the intendment of section
)| Under section 1.591(c)(3)~1(c)(1) of the regulations and the
gion in Better Business Bureau, hoth ~ited above, an organization will
ot be considered to be ~operated exclusively” for exempt purposes if more
han an insubstantial part of its activities is not in furtherance of an
ixempt purpose. We also conclude that your activities to pramote the
rpammercial development of industries in || :c:c
gentially private, as opposed to public, interes.s within the meaning
pf ‘Code section 501(c)(3). These activities are not in furtherance of
atltable or educational purposes. See section 1.501(c)(3)-1(d)(1)(11)
#nd Rev. Rul. 76-366, both cited above. Accordingly, you do not meet the
&perational test under section 1.501(c)(3)~1(c)(1). Section 1.501(c)(3)~1
(a)(1) provides that an organizatfor will not qualify for exemption under
i Code section 50L(c)(3) {f {t fails to meet either the organizational test
- .or the operational test.

Based on the foregoing, we hold that you are not exempt from federal
incame tax under section 501(c)(3) of the Code. ‘Therefore, contributions




te vou sre not dedactibiie wntes Rectlon 170 0T the Uade, Yoo are required
to Lfle federad focarse 0o eotaron on PFara 11,49,

You bave tre right ta rrotest this rulfey f1v your helieve that 4t o
incorrect, o protest, voun seculd aulmit a staterent of your views, with
a full explanatinn of your reascening. This statercnt must be 8 mirctod
within 10 days trom todav, in duplicate, and mugt he signed by one of you§'
priacinal officers, Uhen sending a protedt or other correspondence with
respect to thia case, vou will exiedtte ita receipt by plecing the following

synbols un the envelope: RJIC, Room -.- *“ese symbols do not
refer to your case but rather to ite location, '

You alsn have a rigzit to a conference in this office after vour statement
ts sumitted. If you deaire a conference, you must request it when ynu file
your protest statemrnt, If yon ar: to he represented by saneone who is not
one of your principal officers, he must file a proper power of attornev and
otherwise qualify under our Cenfererce and Practice Requirements,

1F you do not protest this proposed ruling in a timely marner, 1t will
be consideret by the Internal Pevenue Service ag a failure to exhaust
avallable aministrative romedies, Section 7428(b)(2) of the Iaternal
Revenns Code provides, {u part, that, “A declararaory judimment or decree
under this section shall ont de {ssued in any proceedinis unless the Tax
Court, the Claims Court, or the district court of the Unfted Statas for
the District of Co'umbia datemines that the organization {ipvolved has
exhausied administrative remeiies available to it within the Internsl
Revenue Service,”

If we do act hear fram you within 30 daya, rhis ruling will become final
and copies will be forwarded to the District Director, Seattle, Washington,
which is your key district for exempt organization matters. Thereafter,
any questions shout your federal iocame tax status should de addressed to
your key Disirict Director. The appropriaste State offficilals will he notified
of this action in accordance with section 61N4(c) of the Code.

Sincerely yours,

“

(stgz>4

Chief, Pxempt (Organizations
Rulings Branch

Attn: sranch Research Facility






